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The  Social  Implications  of  Business 
Administration:  Past  and  Present 

The  above  was  the  subject  of  a  joint  session  of  the  American 
Historical  Association  and  the  Business  Historical  Society  which 
was  to  have  been  held  at  Columbus.  Ohio,  on  the  morning  of 
December  30.  1042.  Mr.  John  W.  Higgins  was  to  have  presided 
at  this  meeting,  an  especially  fitting  arrangement  because  he  is 
a  business  administrator  as  well  as  president  of  the  Society. 
Several  ten-minute  addres.ses  were  planned  to  present  different 
issues  and  varying  points  of  view.  Following  these,  the  subject 
was  to  have  been  opened  for  di.scussion  from  the  floor,  to  be 
continued  at  a  luncheon  session. 

When  the  meeting  was  canceled  by  the  Office  of  Defense  Trans- 
])ortation.  it  was  arranged  to  print  the  papers  in  this  issue  of  the 
Brr.LETix.  Professor  Gras  has  written  an  introduction.  The 
papers  of  Professors  Cochran.  Green,  and  Nettels,  and  Mr.  Navin 
are  given  as  written  for  the  meeting,  but  Professor  Larson  has 
substituted  a  general  i)aper  for  one  which  dealt  with  Jay  Cooke.  The 
papers  are  in  no  .sense  intended  to  be  complete  or  final.  On  the 
contrary,  they  are  designed  to  start  thinking  and  di.scussion.  which, 
it  is  hoped,  may  he  carried  forward  at  some  later  joint  session 
of  the  Business  Historical  Society  and  the  American  Historical 
Association. 
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The  Social  Implications  of  Business 
Administration 

An  Introductory  Statement 

Let  us  not  think  that  business  men  constitute  the  only  class  that 
evokes  severe  social  questions.  At  different  times  the  clergy,  the 
warriors,  the  politicians,  and  the  scholars  have  caused  others  to  sit 
in  judgment  on  their  status  and  usefulness.  Indeed,  since  these 
classes  have  come  into  existence  as  specialized  contributors  to 
civilization,  there  has  been  a  swing  to  or  away  from  one  or  another. 
The  history  of  civilization  is  the  history  of  their  rise,  mastery,  and 
decline ;  their  hard  work  and  their  sloth ;  their  leadership  and  their 
loss  of  dynamic  qualities.  Indeed,  one  of  the  advantages  of  our 
evolutionary  process  is  our  chance  to  swing  from  one  group  to 
another  for  leadership  or  even  control,  according  to  whichever 
promises  best  results  in  action.  Of  course,  this  does  not  mean 
that  the  classes  in  question  disappear  or  that  they  are  not  mutually 
dependent;  it  means  simply  that  there  is  a  constant  shift  in  leader¬ 
ship,  each  class  always  contributing  something  whether  in  declining 
or  increasing  amount. 

There  has  probably  always  been  an  unconscious  feeling  that 
each  class  was  either  pulling  its  own  weight  or  was  a  drag  on  the 
others.  But,  as  civilization  has  progressed,  and,  particularly  as 
scholarship  has  grown  in  stature,  there  has  arisen  a  capacity  for 
conscious  appraisal  of  what  each  group  has  been  doing.  (We  may 
note  in  passing  that  this  capacity  for  appraisal,  with  its  accompany¬ 
ing  misunderstanding  and  exaggeration,  has  probably  led  to  a 
quickening  of  progress  or  to  disastrous  retrogression  and  to  a 
sharpening  of  revolutionary  changes.) 

In  any  consideration  of  social  implications  there  are  two  sides  to 
the  story.  One  is  what  the  class  in  question  has  a  right  to  ex])ect 
from  society  and  the  other  is  what  society  has  a  right  to  expect 
from  the  class.  Doubtless  the  answer  to  these  two  questions  would 
vary  with  every  century,  with  every  far-reaching  shift  in  the  ac¬ 
tivity  and  status  of  the  contributory  groups. 

Our  special  problem,  then,  is  to  discover  what  society  expects 
from  the  business  man  and  .what  the  business  man  expects  from 
society.  We  can  indicate  only  the  broad  outlines  of  answers  to 
these  two  questions. 

Let  us  consider  first  what  society  expects  from  the  business 
man.  We  should  all  say  that  society  e.xpects  the  business  man, 
this  day  and  every  day,  to  do  his  job — formulating  wise  policies 
and  managing  efficiently  the  equipment  at  his  disposal.  This 
“maintenance  of  services”  is  truly  colossal  in  importance  and, 
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though  it  has  many  routine  features,  it  is  essentially  creative  be¬ 
cause  the  business  administrator  has  to  arrive  at  new  solutions  for 
freshly  recurring  problems.  If  the  administrator  does  not  meet 
each  issue  in  an  able  way,  there  is  trouble — in  production,  in 
marketing,  or  in  finance.  Let  no  one  put  down  this  issue  as  just 
routine  or  just  work.  If  carrying  on  a  business  is  so  regarded  by 
the  administrator,  then  the  business  becomes  stagnant  and  all 
classes  suffer.  Society  has  a  right  to  expect  that  the  maintenance 
of  services  shall  be  efficient — from  the  standpoint  of  both  mate¬ 
rial  and  human  factors.  This  does  not  mean  that  one  shall  be 
sacrificed  and  the  other  served,  but  rather  that  the  best  shall  be 
done  with  the  total  situation.  The  associations  of  business  men 
enter  into  this  sphere  of  activity  (the  “maintenance  of  services”) 
as  does  the  concept  of  ethics,  which  is  closely  connected  with 
associations.  The  group  performance  looks  to  routine  efficiency 
and  established  ethical  standards  embodied  in  codes.  But,  in  truth, 
the  forward-looking,  progressive  firm  may  be  ahead  of  the  ethics 
of  the  group. 

Society  has  great  expectations  of  high  performance  from  busi¬ 
ness  men  in  the  field  of  progressive  leadership  within  business 
itself.  Such  leadership  insists  on  doing  new  things  for  society  or 
doing  old  things  in  a  better  way.  John  Jacob  Astor,  Cornelius 
Vanderbilt  I,  John  Wanamaker,  Andrew  Carnegie,  Henry  Ford, 
the  DuPont  Company,  and  others  have  provided  creative  leadership 
and  profited  by  their  contributions.  In  this  realm  of  business  ad¬ 
ministration,  policy-formulation  is  supreme,  priority  over  others  is 
characteristic,  and  the  joy  of  creative  effort  is  part  of  the  reward. 
But,  clearly,  business  policy  in  this  category  is  on  a  socially  higher 
plane  than  business  ethics.  The  individual  policy-leader  can  soar 
high,  whilst  the  rank  and  file  of  managers  can  but  flap  their  wings 
in  a  flock  without  clear  direction,  except  that  all  must  keep  close  to 
earth.  The  first  generation  of  a  business  family  commonly  is 
creative  in  a  dynamic  way;  the  second  and  third  generations  are 
commonly  content  to  be  creative  in  mere  maintenance  of  services. 

The  third  expectation  that  society  has  of  the  business  man  is  that 
he  shall  accept  contributions  or  yield  to  influences  from  the  outside 
when  they  are  of  intrinsic  merit.  There  are  various  classes  at  work — 
thinking,  acting,  contriving.  True,  they  are  interested  chiefly  in 
their  own  spheres  of  religion,  politics,  science,  and  so  on,  but  what 
they  learn  may  be  useful  to  business.  Now,  it  is  amazing  how 
open-minded  business  men  are  in  the  field  of  applied  science. 
Some  firms  are  on  the  lookout  all  the  time  for  new  truths  and 
methods  and  techniques.  Some  firms  spend  each  year  enough 
money  on  research  in  applied  science  to  run  a  large  university. 
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We  are  amazed  to  discover,  however,  that  this  open-mindedness  is 
narrowly  selective.  The  sciences  that  receive  attention  are  applied 
natural  sciences.  Mathematics  and  the  social  sciences  are  not  highly 
esteemed  by  business  men.  The  work  of  the  business  economist 
and  applied  psychologist  promises  to  be  acceptable  in  the  near 
future.  Lawyers  have  long  been  useful  because  of  their  general 
training  and  knowledge  of  the  law  and  the  ways  of  the  law. 
Economists,  specializing  in  money  and  banking,  have  been  re¬ 
tained  by  business  men  for  advice  in  matters  of  credit  fluctuations 
and  demand  changes.  But,  generally  speaking,  the  business  man 
has  been  slow  in  appreciating  the  fact  that  contributions  are  being 
made,  or  could  be  made,  to  his  method  of  carrying  on  business. 
Being  human,  perhaps  he  is  loath  to  recognize  merit  at  this  level 
and  in  this  field  because  doing  so  seems  to  reflect  upon  his  own 
leadership.  It  is  not  too  much  to  say  that  progress  in  the  business 
of  the  future  will  consist  partly  in  accepting  contributions  made  on 
the  outside  in  the  field  of  the  social  sciences  comparable  to  those 
made  on  the  outside  in  the  field  of  the  natural  sciences.  In  the 
latter,  the  business  man  cares  not  whether  a  discovery,  or  useful 
innovation,  is  made  by  a  laborer  or  an  engineer,  an  amateur  or 
a  professional.  Perhaps  we  may  look  forward  to  the  rise  of  open- 
mindedness  among  the  younger  generations  of  business  men,  that 
is,  open-mindedness  to  the  labor  leader,  politician,  sociologist, 
business  economist,  and  even  social  economist.  Unfortunately, 
however,  these  leaders  or  scholars  are  either  emotional  or  im¬ 
practical  :  or  they  may  tie  up  their  useful  concepts  with  useless 
verbiage  and  involved  formulae.  They,  too,  have  responsibilities 
in  the  matter. 

In  the  relations  of  scholars  and  business  men,  one  of  the  chief 
difficulties  is  the  lack  of  contacts  one  with  another.  Each  group 
meets  in  special  associations  and  condemns  or  at  least  criticizes 
the  other.  Scholars  do  not  understand  the  inherent  difficulties 
which  the  applications  of  some  of  their  ideas  would  encounter  if 
an  attempt  were  made  to  introduce  them  into  business.  They  have 
had  no  experience  that  would  lead  them  to  understand  the  need 
for  adjustment  and  modification  in  accordance  with  multiple  and 
varying  circumstances  in  actual  business.  It  would  be  very  con¬ 
servative  to  deduce  that  every  professor  dealing  with  business 
should  spend  his  sabbatical  leave  in  some  business  firm  or  ob¬ 
serving  business  at  first  hand ;  and,  at  the  same  time,  every  business 
man  should  seek  counsel  and  advice  from  the  scholar  in  human 
relations,  public  relations,  and  broad  business  trends.  Already 
much  of  this  search  for  outside  advice  has  occurred  in  advertising, 
accounting,  marketing,  and  production,  but  this  is  not  enough. 
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At  this  point,  let  us  turn  to  the  question  of  what  the  business 
man  has  the  right  to  expect  from  society.  I  believe  that  the  busi¬ 
ness  man,  like  the  soldier,  priest,  scientist,  and  politician,  has  claims 
upon  society.  I  shall  not  argue  that  these  claims  are  more  valid 
than  the  claims  of  other  classes,  though  this  might  be  justified  on 
the  ground  that  our  material  welfare  is  founded  on  the  business 
man’s  administration.  It  is  a  fact  that  a  considerable  proportion 
of  many  communities  are  business  men,  and  as  leaders  and  citizens 
they  have  rights  in  the  nation.  Perhaps  we  may  enumerate  some 
of  these  rights  so  as  to  set  forth  precisely  what  is  meant. 

Rights  of  the  Business  Man. 

1.  Profits  where  he  has  invested  wisely. 

2.  Interest  where  he  has  loaned  judiciously. 

3.  Salary  where  he  has  administered  or  managed. 

4.  Police  protection  for  his  property  and  operations,  as 
a  partial  return  for  the  taxes  paid. 

5.  At  least  an  elementary  general  understanding  on  the 
part  of  society  of  what  business  administration  in¬ 
volves,  such  as  policy-formulation,  management,  con¬ 
trol,  and  investment. 

6.  Social  estimation  that  condemns  the  undesirable  and 
applauds  the  useful — not  emotionally  but  intellectually. 

In  the  development  of  an  understanding  of  business,  a  primary 
step  is  the  unfolding  of  the  history  of  business.  I  do  not  refer  to 
economic  history,  which,  though  obviously  useful  as  background, 
does  not  deal  with  the  history  of  business  administration.  Economic 
history  does  well  in  emphasizing  agriculture,  manufacture,  com¬ 
merce,  and  money  and  banking,  but  these  are  all  developed  from 
the  standix)int  of  the  broad  forces  at  work.  These  forces  are  not 
integrated  into  administration,  which  is  the  essence  of  business, 
large  or  small,  particularly  large.  Certainly  economic  history  does 
not  contribute  to  an  understanding  of  the  business  man,  for  it  has 
never  really  discovered  him. 

Other  subjects  necessary  to  the  proper  understanding  of  busi¬ 
ness  and  the  business  man  are  business  ethics  and  the  history  of 
business  law.  Business  history,  however,  is  obviously  a  key  to 
the  whole  effort,  for  it  provides  facts,  perspective,  comparison, 
and  emphasis  on  enterprise.  But  then  all  this  is  but  a  fragment 
of  the  larger  subject  of  business  education  which  cannot  be  dealt 
with  here.  In  conclusion,  this  thought  stands  out  uppermost  in 
my  thinking;  both  the  scholar  and  the  business  man  have  much 
in  common  and  could  serve  society  best  by  closer  cooperation, 

N.  S.  B.  Gras, 

Harvard  University. 


Washington  as  a  Business  Man  and  as  a 
Public  Figure 

When  I  was  asked  to  speak  about  the  relation  of  the  business 
man  to  public  affairs,  it  occurred  to  me  that  the  subject  should 
be  touched  upon  at  some  central  part  of  American  history.  In  the 
shaping  of  our  institutions,  no  period  is  more  important  than  the 
years  1775  to  1797.  And  few  will  discount  the  contributions  which 
were  then  made  by  Washington.  The  stamp  of  his  influence 
appears  at  every  significant  point. 

His  latest  biographers  speak  of  his  father  as  “a  merchant,  an 
ironmaster,  a  seafaring  man.”  It  is,  of  course,  well  known  that 
Washington  was  not  merely  a  planter,  in  the  narrow  sense  of  the 
word.  In  some  of  his  letters  he  labeled  himself  “merchant.”  He 
carried  on  manufacturing,  promoted  settlement,  hired  labor,  bought, 
sold,  and  rented  land,  patronized  projects  for  improving  rivers 
and  building  canals,  lent  money,  operated  flour  mills,  and  engaged 
in  wholesale  trade  as  an  exporter.  He  knew  at  first  hand  all  the 
techniques  of  commerce  and  he  believed  in  and  practised  the  rules 
which  the  business  men  of  his  time  applied  in  the  conduct  of  their 
affairs. 

It  is  not  surprising,  then,  that  he  made  a  strong  appeal  to  his 
fellow  business  men ;  that  their  support  was  one  of  the  bulwarks 
of  his  political  strength;  that  on  central  issues  a  large  majority 
of  them  saw  things  as  he  saw  them;  and  that  they  formed  the 
backbone  of  the  Federalist  Party,  of  which  he  was  the  founder 
and  head. 

If,  therefore,  one  seeks  an  understanding  of  the  influence  of 
the  business  man  on  the  public  policies  and  institutions  of  the 
nation,  the  career  of  Washington  affords  as  much  insight  as  is 
likely  to  be  derived  from  any  one  source.  In  the  course  of  his 
public  life,  the  structure  of  the  national  government  took  form,  the 
credit  of  the  federal  union  was  established,  and  a  basic  foreign 
ix)licy  came  into  being.  A  series  of  measures,  attributed  com¬ 
monly  to  Hamilton  but  more  properly  to  Washington,  paved  the 
way  for  the  later  transition  from  an  agricultural,  raw-material 
economy  to  a  predominantly  industrial  society.  As  commander- 
in-chief  of  the  American  army  during  the  Revolutionary  War  he 
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was  in  effect  the  chief  executive.  He  led  the  country  during 
sixteen  most  critical  years;  in  actuality  he  served  the  equivalent 
of  four  presidential  terms. 

In  politics  he  helped  to  establish  precedents  of  the  greatest  im¬ 
portance.  The  office  of  the  presidency  and  the  scheme  of  relations 
between  the  executive  and  Congress  were  shaped  in  good  measure 
by  his  judgments  and  decisions.  In  his  contacts  with  the  States 
are  to  be  found  the  practices  which  have  guided  the  relations  be¬ 
tween  the  Federal  Government  and  the  States  since  his  day.  And 
his  conduct  in  dealing  with  other  leaders  established  a  working 
plan  that  has  survived  throughout  the  history  of  the  republic. 

As  a  planter  and  a  business  man  he  treasured  his  property  and 
cherished  his  personal  freedom.  He  perceived,  of  course,  that  if 
his  own  property  and  freedom  were  to  be  secure,  so  must  be  those 
of  other  people.  Insisting  upon  the  right  of  defending  his  own 
interests,  he  conceded  the  same  right  to  others.  In  his  day  there 
existed  a  multitude  of  individuals  vested  with  private  rights — 
individuals  who  cherished  their’  own  independence  and  yet  who 
were  often  in  conflict  with  one  another.  He  perceived  that  all 
could  not  be  pressed  into  a  single  mold  without  depriving  many 
of  their  rights.  He  therefore  put  the  accent  upon  freedom  and 
he  sought  to  diffuse  as  much  of  it  as  was  consistent  with  the 
rights  the  existence  of  which  made  freedom  imperative.  He  shrank 
from  coercion  and  suppression,  endeavoring  instead  by  persuasion, 
mediation,  and  respectful  treatment  of  others  to  gain  cooperation 
and  voluntary  agreement.  “It  is  his  maxim  to  convert  by  good 
usage  and  not  by  severity,”  remarked  one  of  his  associates. 

After  he  became  commander-in-chief  in  June,  1775,  he  had  to 
rely  upon  the  more  radical  elements  in  American  society  during 
those  fateful  months  before  July  4,  1776,  when  he  led  the  move¬ 
ment  for  declaring  independence  of  Britain.  Once  the  Declaration 
had  been  adopted,  many  conservative  patriots,  fearing  that  the 
war  might  unleash  leveling  forces,  turned  to  him  as  to  a  savior. 
Congress  in  December,  1776,  conferred  upon  him  dictatorial  powers. 
At  the  close  of  the  war  he  had  an  opportunity  to  establish  a 
military  dictatorship  and  to  head  an  oligarchy  of  wealth.  He  re¬ 
fused.  If  men,  he  then  wrote,  “are  to  be  precluded  from  offering 
their  Sentiments  on  a  matter,  which  may  involve  the  most  serious 
and  alarming  consequences  that  can  invite  the  considerations  of 
Mankind,  reason  is  of  no  use  to  us;  the  freedom  of  speech  may 
be  taken  away,  and,  dumb  and  silent,  we  may  be  led,  like  sheep, 
to  the  slaughter.” 

He  strove  to  avoid  extremes  in  government  and  to  maintain 
a  stable  balance  of  opposing  forces.  He  disliked  both  the  idea 
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of  an  oligarchy  and  the  prospect  of  unlimited  power  in  the  hands 
of  a  hastily  formed  majority.  The  check-and-balance  scheme  of 
the  Federal  Government  owes  as  much  to  him  as  to  any  one  man. 
He  steadily  submitted  to  the  public  will  when  it  expressed  con¬ 
victions  persistently  and  strongly  held.  He  exhibited  patience, 
restraint,  and  self-control  in  tolerating  criticism  of  himself,  without 
resorting  to  punitive  measures  against  his  critics.  A  three-member 
committee  of  Congress,  which  contained  two  merchants,  wrote  in 
1776:  “Happy  it  is  for  the  country,  that  the  General  of  its  forces 
can  safely  be  trusted  with  the  most  unlimited  power,  and  neither 
personal  security,  liberty  or  property  in  the  least  be  endangered 
thereby.” 

As  a  business  man  and  an  employer,  Washington  came  into 
touch  with  all  sorts  of  people.  Like  many  other  business  men,  he 
judged  people,  not  by  artificial  standards  such  as  rank,  family, 
and  inheritance — or  by  what  they  professed  in  words — but  by 
character  and  ability  as  exhibited  in  conduct  and  performance. 
He  preferred  an  obscure  person  who  was  able  and  honest  to  a 
jjrominent,  well-to-do  rogue.  He  did  not  indulge  in  abstractions 
about  people  nor  become  deluded  by  doctrinaire  concepts  of  the 
nature  of  classes.  His  readiness  to  recognize  merit  in  people, 
irresj^ective  of  their  rank  or  circumstances,  gained  friends  for  him 
at  all  levels,  and  he  attained  a  popularity  such  as  few  Americans 
have  enjoyed.  From  his  long  association  with  people — and  doubt¬ 
less  also  by  reason  of  the  popular  support  which  he  received — 
he  derived  a  faith  in  the  majority  of  his  fellow  men.  In  the  end 
the  people  will  be  right,  he  said.  At  the  time  of  Shays’  Rebellion 
he  stated  that  a  large  number  of  people  would  not  revolt  unless 
they  had  real  grievances,  and  he  therefore  called  for  reforms  of 
such  grievances  as  did  exist.  At  the  time  of  the  Whiskey  Rebellion 
he  waited  long  before  taking  decisive  action.  He  then  used  a 
force  so  strong  that  bloodshed  and  injury  were  averted,  and  he 
pardoned  the  leaders  who  had  been  guilty. 

In  large  measure  the  American  business  man  has  benefited 
enormously  by  the  remarkable  internal  stability  of  the  country 
which  has  prevailed  during  most  of  its  history.  To  this  stability 
men  of  wealth  have  contributed  greatly  by  their  acceptance  of 
the  results  of  popular  elections  which  have  often  been  displeasing 
to  them  personally.  In  his  “Farewell  Address”  Washington 
counseled  against  meeting  adverse  political  trends  by  a  forcible 
seizure  of  jx)wer.  He  said:  “.  .  .  let  there  be  no  change  by 
usurpation ;  for  though  this  in  one  instance  may  be  the  instru¬ 
ment  of  good,  it  is  the  customary  weajwn  by  which  free  govern¬ 
ments  are  destroyed.  The  precedent  must  always  greatly  over- 
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balance  in  permanent  evil  any  partial  or  transient  benefit  which 
the  use  of  it  can  at  any  time  yield.” 

His  financial  records,  relating  both  to  his  personal  expenditures 
and  to  his  business  affairs,  give  evidence  of  his  integrity.  The 
minuteness  and  completeness  of  those  records  show  that  he  felt 
that  he  had  nothing  to  hide.  The  same  regard  for  exact  and  open 
transactions  marks  his  management  of  army  finances  during  the 
War.  He  did  not  shrink  from  bringing  high  associates  to  account 
for  irregularities.  Although  he  esteemed  Benedict  Arnold  as  a 
soldier,  he  administered  a  strong  rebuke  to  that  unstable  adven¬ 
turer  for  making  use  of  public  property  for  his  private  benefit. 
At  a  later  time  the  readiness  of  Hamilton  to  admit  publicly  certain 
moral  lapses  in  his  private  life,  in  order  to  vindicate  his  integrity 
in  financial  matters,  gives  evidence  of  the  standards  of  Washing¬ 
ton’s  administration  in  the  business  affairs  of  the  government. 

If  Washington  is  not  a  popular  figure  today,  that  fact  may  be 
exjdained  in  part  by  the  nature  of  the  materials  with  which  he 
worked.  No  one  gave  more  careful  attention  to  details.  He 
denied  himself  the  luxury  of  advocating  noble  projects  which 
could  not  be  carried  out.  He  did  not  deceive  himself  or  others, 
and  no  one  justly  accused  him  of  hypocrisy.  “Hypocrisy,”  wrote 
Edmund  Burke,  “of  course,  delights  in  the  most  sublime  specula¬ 
tions.  for,  never  intending  to  go  beyond  speculation,  it  costs 
nothing  to  have  it  magnificent.” 

Washington  thought  in  order  to  act,  and  his  thinking  was 
therefore  concerned  largely  with  concrete  obstacles  and  the  prac¬ 
tical  means  of  overcoming  them.  His  business  writings  abound 
with  allusions  to  land  surveys,  descriptions  of  goods,  detailed  in¬ 
structions  to  overseers,  and  reports  of  experiments;  and  he  pur¬ 
sued  each  topic  to  the  last  degree  of  minuteness  and  precision. 
As  commander-in-chief  he  thought  in  terms  of  wagons,  powder, 
horses,  uniforms,  roads,  creeks,  fortifications,  army  regulations, 
soldiers’  pay,  terms  of  enlistment,  and  number  of  troops.  The 
Constitutional  Convention  over  which  he  presided  in  1787  devoted 
most  of  its  labors  to  the  discussion  of  specific  forms  and  details 
of  govemment.  As  president  he  prepared  with  exacting  care 
each  stone  in  the  new  edifice  of  national  union.  He  reserved 
judgment  until  he  had  mastered  facts  and  then  he  translated  de¬ 
cision  into  action.  In  doing  so,  he  displayed  the  fruits  of  the 
early  training  of  a  business  man  who  made  and  executed  plans 
with  the  knowledge  that  loose  thinking,  a  false  step,  or  careless 
management  might  be  the  means  of  his  undoing.  His  grasp  of 
large  issues  proceeded  from  his  mastery  of  the  many  small  facts 
which  determined  them. 
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One  is  not  likely  to  take  the  trouble  of  mastering  details  unless 
one  has  a  definite  accomplishment  in  mind.  Mastery  of  detail  is 
thus  evidence  of  a  construction  sense.  Like  other  outstanding  busi¬ 
ness  men,  Washington  thought  in  terms  of  future  development. 
In  the  1760’s,  he  gave  up  tobacco  planting,  then  a  declining  interest, 
and  directed  his  efforts  toward  achieving  a  diversified  economy. 
Scientific  farming,  internal  improvements,  westward  expansion, 
and  manufacturing  engaged  his  attention  as  he  turned  from  the 
past  to  the  future.  More  than  any  other  man  he  helped  to  con¬ 
struct  a  new  nation,  fashioning  from  raw  materials  a  new  army, 
a  new’  government,  and  a  new  national  policy,  and  in  the  end 
achieving  something  the  like  of  which  had  not  existed  before.  To 
public  life  he  applied  the  same  spirit  of  improvement  and  con¬ 
struction  which  had  distinguished  his  activities  as  a  business  man. 

Thus  his  life,  both  private  and  public,  reveals  no  contradictions. 
The  things  he  stood  for  and  which  he  helped  to  fix  in  the  nation’s 
institutions  and  practices  represent  in  general  the  American  business 
man  at  his  best:  respect  for  freedom,  aversion  to  dictatorship, 
integrity  in  financial  affairs,  a  practical  nature,  a  constructive  sense, 
a  w’ilHngness  to  accept  distasteful  election  returns  for  the  sake 
of  social  stability,  a  capacity  to  judge  men,  and  an  appreciation 
of  the  rights  and  virtues  of  people  in  circumstances  other  than 
his  own. 

Curtis  P.  Nettels, 

University  of  Wisconsin. 


Evaluating  the  Methods  of  the  Business 
Administrator 


Imagine  for  a  moment  that  the  present  war  should  prove  to  be 
the  Armageddon  of  our  civilization.  What  would  the  Utopian 
Historical  Society,  meeting  a  thousand  years  hence,  consider  the 
chief  contributions  of  our  era,  which  has  lasted  now  for  nearly 
three  milleniums?  The  Greeks,  it  would  probably  be  decided, 
arrived  at  a  perfection  in  sculpturing  never  before  equaled,  nor 
since  surpassed.  The  Italians  were  consummate  painters,  German 
composers  were  greater  than  those  of  any  other  nation.  The  Eng¬ 
lish  were  able  to  boast  two,  perhaps  three  or  four,  of  the  greatest 
poets  the  world  had  ever  known.  Americans  developed  the  art  of 
business  administration  to  such  a  degree  that  it  was  viewed  with 
wonder  by  the  rest  of  the  world. 

Yet  the  American  business  man,  like  a  prophet  in  his  own 
country,  has  been  without  honor.  Why?  If  we  could  answer  that 
one  question,  we  should  have  progressed  far  toward  an  under¬ 
standing  of  where  the  business  administrator  has  succeeded  in 
serving  the  best  interests  of  society  and  where  he  has  failed. 

Let  us  consider  why  the  business  administrator  is  so  frequently 
condemned  by  society  for  his  business  ix)licies  by  examining  the 
case  of  the  first  John  D.  Rockefeller.  The  public  is  beginning  to 
forget  its  condemnation  in  the  early  part  of  this  century  of  the 
Standard  Oil  and  its  president,  but  those  who  are  now  exonerating 
Rockefeller  are  probably  doing  so  only  because  of  the  uses  to 
which  he  put  his  money  and  not  because  they  have  become  more 
charitable  toward  his  administrative  policies  and  methods.  His¬ 
torians  today  are  apparently  willing  on  one  premise  to  relieve 
Rockefeller  of  the  blame  of  using  unfair  trade  practices  to  create 
a  monopoly.  It  is  unjust,  they  say,  to  use  the  ethical  standards  of 
this  century  when  condemning  the  trade  practices  of  the  cen¬ 
tury  before.  The  concession  is  generous,  but  not  particularly  to 
the  point.  Even  in  his  own  day.  Rockefeller  was  criticized  for 
using  such  competitive  devices  as  railroad  rebates.  The  difference 
in  ethical  standards  was  one  not  of  time  but  of  level.  Rockefeller 
was  operating  on  one  ethical  plane  and  was  being  criticized  on 
another. 

The  first  step  in  judging  the  business  administrator  is  to  try  to 
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understand  why  he  used  allejjedly  unfair  or  unethical  means. 
The  critics  of  the  business  man  have  the  advantage  of  arriving 
at  what  they  consider  to  be  an  ideal  standard  of  business  ethics 
by  a  method  which  is  comparatively  frictionless.  They  are  ham¬ 
pered  in  arriving  at  this  ideal  only  by  the  friction  of  their  own 
ignorance.  That  is  to  say.  they  are  concerned  only  with  what  is 
right  and  not  with  what  is  expedient  or  possible.  The  critics  of 
business,  from  the  early  clerics  to  the  present  New  Dealers,  have 
been  able  to  formulate  their  standards  of  ethics  without  regard 
to  the  friction  of  competition,  of  customer  and  employee  relations, 
of  abundant  supply  and  limited  demand,  of  high  costs  and  narrow 
margins.  But  give  these  critics  the  power  to  enforce  their  ideal 
standards,  and  it  becomes  immediately  apparent  how  important  the 
friction  of  ignorance  may  be.  The  New  Dealers  have  had  the 
unique  advantage  of  being  critics  of  business  with  an  authority 
to  bade  up  their  criticisms.  We  have  seen  all  too  many  examples 
of  how  their  reforms  have  wrought  inequalities  as  serious  as 
those  which  they  sought  to  correct. 

The  business  man,  forced  to  act.  must  contend  with  innumerable 
frictions  which  govern  his  actions  even  to  the  extent  of  forcing 
him  to  decisions  which  he  realizes  are  not  fair  or  beneficial.  Rocke¬ 
feller  was  in  such  a  situation  when  he  bargained  with  the  New 
York  Central  Railroad  for  rebates.  Had  he  been  essentially  an 
unethical  business  man.  he  could  never  have  obtained  the  favor¬ 
able  rebates  he  did  get.  Vanderbilt  knew  that  he  could  trust  Rocke¬ 
feller  to  keep  his  agreements  even  when  it  meant  shipping  at  a 
loss  to  Standard.  What  forced  Rockefeller  to  find  a  means  of 
lowering  his  shipping  costs,  by  whatever  means  were  available, 
was  the  increasing  importance  of  the  foreign  kerosene  market. 
Rockefeller  made  his  first  rebate  agreement  in  1867 ;  in  the  follow¬ 
ing  year,  and  for  twenty  years  thereafter,  the  foreign  market 
absorbed  over  half  our  production  of  oil  products.  Located  in 
Cleveland,  Rockefeller  was  in  a  position  inferior  to  that  of  all 
his  competitors  to  compete  for  this  foreign  demand  without  the 
leveling  aid  of  rebates. 

Secondly,  we  must  become  aware  of  the  existence  of  factors 
which  have  made  the  business  administrator  appear  to  be  acting 
unsocially  when  actually  he  was  not.  Thus  far  we  have  assumed 
that  the  critic  of  the  business  man  is  somehow  always  in  the  right, 
though  perhaps  too  advanced  in  his  theories  for  really  practical 
purposes.  But  that  is  not  completely  true.  There  are  many  cases 
in  which  the  public  has  been  misled,  sometimes  deliberately,  some¬ 
times  merely  because  of  improper  emphasis. 

One  reason  for  the  public’s  attitude  is  the  fact  that  the  critics  of 
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business  have  been  far  more  vocal  than  have  the  defenders.  Ever 
since  Thomas  Aquinas  propounded  his  theory  of  a  just  price, 
the  critics  of  business  have  been  men  of  letters — clerics,  politicians, 
economists,  journalists — while  the  proponents  of  business  have 
been  men  of  action.  Typically  business  men  have  carried  their 
reticence  to  a  fault;  as  a  result  they  have  been  vilified  for  being 
high-handed,  indifferent  to  criticism.  But  when,  as  in  the  case  of 
Jacob  Fugger,  a  merchant  was  defended  by  a  man  of  learning,  he 
was  criticized  for  hiring  an  apologist ! 

Then,  too,  the  public  has  been  taught  to  judge  the  business  man 
by  his  motives  and  not  by  the  results  which  he  obtains.  I  should 
like  to  suggest  that  business  administration  is  something  akin  to 
one  of  the  fine  arts.  The  arts,  dancing,  for  instance,  cannot  be 
reduced  to  rules  for  the  benefit  of  posterity  but  must  be  practised 
to  be  kept  alive.  In  the  arts,  moreover,  we  never  confuse  the 
motive  or  personality  of  the  artist  with  the  quality  of  his  creation. 
We  may  condemn  Wagner  as  a  reprobate  or  Gauguin  as  a  dissolute, 
but  we  do  not  for  that  reason  hesitate  to  admire  their  work.  But 
let  a  business  man  aspire  to  wealth  or  power  or  prestige,  and  we 
condemn  his  entire  enterprise  even  if  it  is,  as  in  the  case  of 
Standard  Oil,  one  of  the  best-managed  corporations  in  the  world, 
even  if  it  produces  goods  of  incomparable  quality  and  with  an 
efficiency  which  makes  competition  nearly  impossible. 

Furthermore,  since  different  types  of  capitalists  have  joined  the 
theorists  and  muckrakers  in  criticizing  each  other,  the  public  has 
been  unable  to  form  a  fair  estimate  of  the  qualities  of  business  men. 
No  admirer  of  Henry  Ford,  the  industrial  capitalist,  could  have 
sympathy  for  the  financial  capitalists  on  whom  he  has  spent  so 
much  energy  in  denouncing.  But  at  the  same  time  the  man  who 
sympathizes  with  the  petty  capitalist  is  likely,  as  a  result  of  Ford’s 
treatment  of  his  dealers  in  the  panic  of  1921,  to  have  develo^^ed 
a  hatred  for  the  industrial  capitalist.  How,  then,  can  the  public 
be  expected  to  view  the  deeds  of  the  business  man  dispassionately 
when  the  men  of  business  do  not  so  view  each  other  ? 

Our  third  and  final  proposition  is  that  an  administrator,  espe¬ 
cially  as  his  business  grows  older  and  bigger,  finds  that  the  interests 
of  his  company  and  those  of  the  public  tend  to  become  identical. 
This  identity  of  interest  was  especially  true  in  the  case  of  Standard 
Oil,  whose  products — both  kerosene  in  the  earlier  years  and  gaso¬ 
line  later — were  used  by  nearly  every  citizen  of  the  country  and 
by  a  fair  proportion  of  the  people  of  the  world.  This  market 
could  never  have  been  won  by  unfair  trade  practices  alone.  Rocke¬ 
feller  had  to  present  to  his  customers  more  than  a  low  price  which 
they  knew  from  experience  would  rise  again  as  soon  as  the  local 
price  war  had  ended.  Above  all,  he  offered  a  kerosene  of  in- 
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comparable  quality.  It  is  said  that  Standard’s  second  grade  of 
kerosene  was  superior  to  the  best  grades  of  most  competitors. 
If  that  is  true,  then  Standard’s  prices  were  lower  than  com¬ 
petitors’  despite  the  fact  that  Standard’s  best  grade  was  the  highest- 
priced  kerosene  on  the  market.  This  price  advantage  was  main¬ 
tained  by  the  fact  that  Rockefeller  was  able  to  obtain  more  and 
better  kerosene  per  gallon  of  crude  than  were  any  of  his  com¬ 
petitors.  These  are  the  qualities  which  enabled  Rockefeller  to  out¬ 
distance  his  rivals. 

By  1911,  when  the  Supreme  Court  ordered  the  Standard  Oil 
Trust  dissolved,  the  company  had  developed  to  a  point  where  the 
best  interests  of  the  public  were  tantamount  to  the  best  interests 
of  the  company.  As  a  result  of  the  trial,  it  was  decided  that  the 
following  evils  of  Standard  Oil  would  have  to  be  remedied.  First, 
Rockefeller  would  have  to  be  remoVed  from  the  leadership  so  that 
his  insidious  acquisitiveness  might  no  longer  taint  the  policies  of 
the  company.  Second,  the  trust  would  have  to  be  dissolved  so 
that  (a)  each  subsidiary  might  function  independently,  (b)  com- 
j)etitors  might  have  an  opportunity  to  enter  the  field,  and  (c)  a 
free  play  of  supply  and  demand  might  again  control  the  price 
structure  of  the  industry.  Significantly  enough,  every  one  of  these 
reforms  had  been  instituted  by  the  company  of  its  owm  volition  at 
least  ten  years  previously.  Rockefeller  had  entered  complete  re¬ 
tirement  in  1899.  The  subsidiaries  already  had  separate  manage¬ 
ments,  much  as  have  the  divisions  of  General  Motors  today,  so 
that  in  the  year  following  the  dissolution  the  subsidiaries,  instead 
of  suflfering  from  being  torn  apart,  reported  a  larger  aggregate 
income  than  at  any  other  time  in  their  history.  Oil  had  been  dis¬ 
covered  in  Texas  in  1900,  as  a  result  of  which  the  Texas  Corpora¬ 
tion,  the  Gulf  Oil  Corporation,  and  the  Sun  Oil  Company  had  all 
been  formed.  And  the  price  of  gasoline,  instead  of  dropping,  once 
the  control  had  been  removed,  advanced  more  rapidly  even  than 
the  general  price  index. 

Abuses  in  business  there  have  been  admittedly,  but  the  public 
should  be  made  aware  that  these  abuses  are  not  necessarily  the 
fault  of  the  business  man  who  commits  them  and  that  often  they 
are  more  apparent  than  real.  When  given  cooperation  and  fair 
license,  the  business  men  of  our  country  can  accomplish  prodigious 
feats,  as  their  conduct  in  this  war  has  shown.  To  condemn  them, 
to  carp  at  them,  to  limit  them  without  warrant,  is  to  rob  our  nation 
of  the  benefits  of  the  continued  operation  of  an  element  in  our 
society  which  has  in  large  measure  been  responsible  for  tlie  greatest 
single  contribution  America  has  made  to  civilization. 

Thomas  R.  Navin,  Jr., 

Republic  Gear  Company. 


Some  Social  Attitudes  of  Railroad  Adminis¬ 
trators  at  the  End  of  the  Nineteenth  Century 

The  records  of  the  Industrial  Commission  of  1898  and  1899 
present  an  unusual  cross  section  of  the  opinions  of  the  men  who 
were  building,  supplying,  and  managing  America.^  Manufacturers, 
shippers,  trade-association  officers,  government  representatives, 
union  leaders,  labor  and  corporation  lawyers,  workers,  and  execu¬ 
tives  all  gave  extensive  testimony  before  sections  of  the  Commission. 
Often  these  men  read  into  the  record  long  statements  of  their 
general  philosophy  and  specific  ^liefs,  views  which,  considering 
their  source,  seem  at  least  as  important  as  the  widely  read  utter¬ 
ances  of  novelists,  preachers,  professors,  and  journalists.  Yet 
these  opinions  of  men  of  action  now  lie  buried  in  the  forbidding 
format  of  government  documents.  Using  such  material  the  scholar 
may  write  a  new  history  of  American  thought  and  development 
based  on  the  evidence  of  the  men  who  were  doing  the  job  rather 
than  on  that  of  the  more  literary  bystanders.  This  brief  article 
will  discuss  some  of  the  social  and  business  attitudes  of  railroad 
administration  as  revealed  by  the  executives’  own  testimony  before 
the  Industrial  Commission. 

The  American  railroads  in  the  late  ’nineties  were  moving  rapid¬ 
ly  toward  a  condition  of  limited  competition  through  mechanisms 
ranging  from  informal  understandings  between  competing  lines  to 
complete  regional  consolidations.  Administrators  were  far  from 
agreed  whether  this  trend  should  be  encouraged  or  resisted,  and, 
if  encouraged,  what  the  next  steps  should  be.  Executive  attitudes 
undoubtedly  depended  to  a  large  degree  on  the  situation  of  par¬ 
ticular  railroads,  but  the  emotional  convictions  of  individual  men 
also  played  a  part,  and  to  this  extent  the  testimony  presents  a 
cross  section  of  the  personal  feelings  of  a  special  business  group 
as  well  as  an  analysis  of  the  administrative  problems  of  an  industry. 

President  A.  B.  Stickney  of  the  Chicago  Great  Western,  for 
example,  represented  a  road  suspected  by  its  competitors  of  deep 

'^Report  of  the  Industrial  Commission,  vols.  i-xix,  Washington,  1900-02.  The 
Commission,  created  by  act  of  Congress,  was  composed  of  four  Senators, 
live  Representatives,  and  ten  other  members  selected  for  their  knowledge 
of  the  conditions  to  be  investigated.  To  save  space,  references  to  volume 
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and  continuous  rate  cutting,  but  his  vigorous  insistence  on  com¬ 
plete  laissez-faire  seems  also  to  have  truly  represented  his  own 
convictions.  He  felt  that  even  private  agreements  to  limit  com¬ 
petition  were  wrong,  impractical,  and  useless.  “When,”  he  said, 
“you  come  to  form  a  pool  out  of  this  business,  amounting  to  millions 
and  millions  of  dollars  a  month  and  put  it  under  a  binding  contract, 
who  is  going  to  make  that  contract,  some  freight  agent  of  a  road 
or  some  president  of  a  road?  It  is  a  combination  that  amounts  to 
a  consolidation  of  the  earnings  of  the  road.  It  is  a  delusion;  it 
can  not  be  done ;  it  will  never  be  done.”  Railroad  presidents  taking 
this  position  were,  of  course,  reinforced  in  their  contentions  by 
trade-association  leaders  in  the  areas  best  served  by  cutthroat 
competition.  As  George  F.  Stone>  Secretary  of  the  Chicago  Board 
of  Trade,  put  it:  “.  .  .  combinations  for  the  pooling  of  freights  are 
opposed  to  the  public  welfare.  .  .  .  Let  competition  in  all  the  ac¬ 
tivities  of  business  hold  undisputed  sway.” 

To  most  railroad  executives  this  was  obviously  false  doctrine, 
yet  the  alternative  course  of  action  was  attended  by  the  menace  oi 
government  intervention.  On  the  whole  they  realized  that  it  was 
inevitable  that  private  regulation  of  competition  should  be  attended 
by  stricter  supervision  through  the  I.  C.  C.,  but  they  contemplated 
with  varying  enthusiasm  a  closer  partnership  with  government. 
Caught  in  this  dilemma,  the  executives  gave  many  evasive  answers 
and  showed  much  honest  confusion  of  opinion.  President  Melvin 
E.  Ingalls  of  the  Chesapeake  &  Ohio,  for  example,  took  an  ad¬ 
vanced  position  in  favor  of  increased  governmental  jxjwer.  He 
favored  letting  the  I.  C.  C.  control  specific  rates,  their  decision  to 
be  effective  pending  litigation.  As  he  humorously  put  it:  .  .  they 
never  could  make  a  rate  so  bad  as  some  of  us  have  made  ourselves 
if  they  tried.”  A.  C.  Bird,  General  Traffic  Manager  of  the  Chicago, 
Milwaukee  &  St.  Paul,  was  also  ready  to  welcome  thoroughgoing 
governmental  assistance.  Asked  the  categorical  question,  “You 
would  want  Congress  to  interfere  and  make  regulations  for  you?” 
he  simply  answered,  “Yes.”  He  pointed  out  that  a  fluctuating  rate 
was  the  most  disastrous  thing  that  could  happen  in  the  commercial 
world — more  country  traders  were  broken  by  fluctuating  than  by 
excessive  rates.  He  favored  pooling  with  supervision  of  ix)ols  and 
rates  by  the  I.  C.  C.  President  E.  B.  Thomas  of  the  Erie  also 
favored  rate  agreements  under  the  approval  of  some  commission. 
Vice-president  Paul  Morton  of  the  Atchison,  Topeka  &  Santa  Fe 
held  that  “transiX)rtation  is  a  public  service  and  the  charges  are  in 
the  nature  of  a  tax.”  He  was  “in  favor  of  railroad  associations 
and  legalized  |X)oling,”  but  he  still  thought  that  “competition  and 
other  natural  laws”  would  work  in  the  railroad  situation  were  it 
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not  for  the  demands  of  public  opinion.  President  E.  P.  Ripley 
of  the  same  road,  however,  disagreed  completely  with  this  last 
opinion.  “No  greater  economic  blunder,”  said  he,  “can  be  com¬ 
mitted  than  the  fostering  of  free  and  unrestricted  competition 
among  carriers  by  rail.” 

Other  executives  favored  collective  private  action  but  denied 
the  need  for  more  power  in  the  I.  C.  C.  President  John  K.  Cowen 
of  the  Baltimore  &  Ohio  thought  that  allowing  these  agreements 
for  the  maintenance  of  rates  and  for  the  division  of  traffic  was  all 
that  was  really  required,  and  that  the  power  of  the  Commission 
for  good  would  be  just  as  great  without  giving  them  additional 
|K)wer.  President  Samuel  Spencer  of  the  Southern  felt  that  pub¬ 
licity  alone  would  solve  the  rate  problem,  that  such  abuses  would 
not  exist  if  everything  the  railroad  officer  did  was  known. 

Spencer  and  many  of  his  colleagues  were  ready  to  give  power  to 
courts,  but  not  to  a  commission.  “I  have,”  he  argued,  “no  objection 
to  submitting  that  question  of  reasonable  rates  to  such  a  United 
States  Court  esi)ecially  constituted  for  that  purpose.”  He  was  then 
asked,  “What  is  there  about  a  court  that  gives  it  any  more  ability 
to  determine  rates — an  ordinary  United  States  district  judge  sitting 
as  a  circuit  judge  in  determining  whether  it  is  reasonable  or  not?” 
The  rather  vague  answer  was,  “He  is  supposed  to  be  a  trained 
jurist.” 

The  willingness  of  executives  to  cooperate  with  the  Industrial 
Commission  by  giving  explicit  and  truthful  answers  was  often 
closely  allied  to  their  attitude  toward  the  giving  of  power  to  the 
I.  C.  C.  Strong  laissec-fairists  like  President  Samuel  R.  Callaway 
of  the  New  York  Central  usually  made  uncooperative  witnesses. 
He,  for  example,  denied  the  existence  on  his  road  of  the  key 
problem  of  discriminatory  rates.  While  this  may  have  reflected 
accurately  the  intentions  of  the  Central’s  management,  grave  doubt 
is  cast  on  the  literal  truth  of  the  statement  by  Professor  Ripley’s 
testimony  that  ’ne  had  absolute  knowledge  of  “discriminations  in 
the  freights”  on  the  Eastern  trunk  lines  from  New  England. 
Callaway  also  brushed  the  question  of  stock-watering  aside  as 
"practically  obsolete.”  On  the  question  of  compliance  with  the 
orders  of  tlie  I.  C.  C.  he  thought  that  the  Central  had  “carried  out 
every  recommendation  they  have  made.”  This  off-hand  statement 
also  seems  open  to  question  in  view  of  the  testimony  of  Bird,  of 
the  Milwaukee,  that  in  his  area  he  did  “not  know  of  any  case  where 
the  opinion  and  finding  of  the  commission  and  its  order  have  been 
fully  complied  with.” 

Such  were  the  conflicting  opinions  of  managers  caught  in  the 
cross-tides  of  new  economic  and  social  situations. 
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The  questions  so  far  discussed  arose  in  connection  with  tra¬ 
ditional  operating  problems  that  had  to  be  considered  by  all  man¬ 
agers,  but  surrounding  this  central  core  was  the  broad  periphery 
of  social  problems  which  were  less  clearly  recognized  as  connected 
with  the  ixjlicies  of  railroad  management.  Business  men  in  general 
had  not  as  yet  thought  deeply  about  these  vaguer  and  broader 
resix)nsibilities ;  they  had  not  as  yet  assumed  the  social  burdens 
of  a  ruling  class.  But  in  spite  of  their  failings,  railroad  men  were 
probably  more  advanced  than  their  industrial  or  commercial  con¬ 
temporaries  when  it  came  to  awareness  of  these  relations  to  the 
community.  Vice-president  Morton’s  recognition  of  the  similarity 
between  taxes  and  railroad  rates  has  already  been  noted ;  A.  C.  Bird 
held  this  tyi^e  of*ta.xation  to  be  so  all-powerful  that  “towns  are 
created  or  destroyed  by  a  mere  matter  of  relation  of  rates.”  On 
too  many  roads,  however,  management  was  in  the  position  of  one 
who  has  recognized  a  responsibility  but  hasn’t  decided  what  to  do 
about  it.  When  President  Alfred  Walter  of  the  Lehigh  Valley 
was  asked  if  he  could  not  put  himself  in  the  place  of  the  public, 
he  quite  frankly  answered,  “No.”  Even  President  Ingalls,  one  of 
the  most  progressive  managers,  unconsciously  testified  to  the 
continued  existence  of  a  dual  code  of  ethics  when  he  said  in  regard 
to  State  laws  limiting  damages  in  case  of  accidental  death,  “Well, 
speaking  as  a  railway  manager,  I  should  rather  have  a  limited 
liability.  Speaking  generally,  in  the  interests  of  the  public,  I  should 
say  it  was  a  mistake.” 

This  difficulty  of  reconciling  managerial  functions  with  en¬ 
lightened  citizenship  was  particularly  evident  in  the  executive  at¬ 
titude  toward  accidental  injury,  death,  and  dependency.  Railroad¬ 
ing  was  one  of  the  most  hazardous  enterprises,  involving  risks  so 
great  that  general  life  and  accident  insurance  companies  charged 
railroad  employees  “almost  prohibitive”  rates.  Yet  most  of  the 
executives  either  confessed  lack  of  detailed  knowledge  about  what, 
if  anything,  their  companies  did  in  case  of  accidents,  or  else 
affirmed  that  they  did  nothing  beyond  making  small  contributions 
for  the  maintenance  of  hospitals.  When  President  Callaway  was 
asked  about  his  attitude  toward  the  fellow-servant  doctrine,  he 
looked  at  his  notes  and  replied,  “.  .  .  there  is  no  answer  to  that 
question  here,”  and  in  res^xjnse  to  further  questioning  complained, 
“I  don’t  know  why  you  should  pick  out  railroads.”  President 
Spencer  apparently  saw  no  shame  in  admitting  that  the  Southern 
had  no  regular  provisions  for  sick  or  disabled  employees,  but 
added,  “We  frequently  provide  for  relief  in  individual  cases.” 
President  Ingalls  admitted  that  on  the  C  &  O  “we  have  a  lot  of 
old  men  that  ought  to  be  taken  care  of,  and  just  how  to  do  it 
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we  do  not  know.”  Yet  the  neighboring  Pennsylvania  system  had 
had  a  i)ension  plan  for  some  years.  While  President  Cowen 
seemed  quite  reluctant  to  admit  the  smallness  of  the  B  &  O’s 
contribution  to  their  relief  fund,  President  Stuyvesant  Fish  re- 
|X)rted  with  no  obvious  concern  that  only  one  branch  of  the  Illinois 
Central  maintained  a  hospital,  adding,  ‘‘The  details  of  that  I  am 
not  very  conversant  with  ....  whether  we  make  a  payment  of 
money  [for  the  hospital’s  support]  I  do  not  know.”  President 
Stickney,  a  really  consistent  laisses-fairht,  when  asked  what  regu¬ 
lar  provision  the  Chicago  Great  Western  made  for  the  sick  and 
disabled,  merely  answered,  ‘‘Nothing.”  Chairman  Aldace  F.  Walker 
of  the  Atchison,  queried  about  the  fellow-servant  doctrine,  that 
effectively  barred  the  collection  of  damages  by  employees,  was 
‘‘not  sufficiently  familiar  with  this  subject  to  have  an  opinion.  .  .  .” 

The  same  apathy  toward  accidents  necessarily  involving  the 
general  welfare  was  shown  by  the;  failure  to  install  air  brakes  or 
automatic  couplers  until  forced  to  by  orders  from  the  I.  C.  C. 
Kxi)ense  was  urged  as  an  excuse,  yet  the  costs  were  not  staggering, 
and  the  actual  savings  in  operation  seemed  likely  to  more  than 
service  the  outlay.  The  delay  seems  rather  to  have  been  based 
on  the  philosophy  that  coupling  accidents  being  the  resix)nsibility 
of  the  workers  involved  government  should  not  dictate  such 
technological  improvements.  President  Cowen  quite  frankly  ad¬ 
mitted  incomplete  compliance  with  the  coupler  law  because  business 
considerations  did  not  warrant  it. 

In  labor  relations,  including  such  controversial  issues  as  at¬ 
titude  toward  unions,  blacklisting,  and  wage  and  hour  ix)licies, 
railroad  management  seems  to  have  followed  social  or  ethical 
standards  about  on  a  par  with  those  of  other  businesses.  Black¬ 
listing  was,  in  effect,  practised  by  demanding  letters  of  clearance 
from  all  previous  railroad  employers,  and  these  letters  appear  to 
have  been  denied  to  strikers  or  non- Brotherhood  union  organizers. 
But  all  executives  denied  that  this  constituted  blacklisting  or  that 
blacklisting  was  practised  on  their  roads.  They  did  not  object  to 
the  existence  of  the  Brotherhoods  but  did  not  necessarily  deal 
w’ith  them  in  collective  bargaining.  In  assessing  the  welfare  of 
railroad  workers,  high  wages  and  average  hours  had  to  be  set 
against  unusual  and  uncompensated  risks. 

Efficiency  in  almost  all  American  business  was  a  rule-of-thumb 
matter  before  1900.  There  was  little  comparative  study  of  mana¬ 
gerial  or  shop  practices  in  either  railroading  or  general  industrv. 
Therefore,  it  is  not  surprising  that  neither  the  chief  executives 
nor  the  Commission  gave  much  attention  to  these  matters.  Such 
discussion  as  there  was  centered  on  the  much  publicized  external 
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failings  of  railroad  management.  Bad  initial  construction  policies 
were  frequently  admitted.  President  Ingalls  claimed  that  some 
roads  were  built  just  to  sell  their  securities.  Certainly  there  were 
stretches  totaling  thousands  of  miles  where  two  roads  paralleled 
each  other,  “either,”  in  an  instance  cited  by  President  Thomas 
“.  .  .  competent  to  do  all  the  business  through  that  territory.” 
While  many  executives  thought  that  the  roads  had  been  over¬ 
capitalized  in  the  beginning,  they  usually  affirmed  in  spite  of 
“outside”  testimony  to  the  contrary,  that  their  own  roads  had  more 
than  grown  up  to  the  face  value  of  the  securities. 

From  the  historic  perspective  some  questions  which  the  Com¬ 
mission  failed  to  raise  at  all  seem  more  important  than  those  asked. 
The  tacit  assumption  on  both  sides  of  the  table  seems  to  have  been 
that  freight  rates,  low  in  comparison  with  those  of  Europe,  proved 
American  oi)erating  efficiency.  Yet  long  hauls,  land-grant  assist¬ 
ance,  and  low-cost  right  of  way  created  a  situation  quite  in¬ 
comparable  to  that  existing  anywhere  on  the  Continent  or  in 
England.  Furthermore,  all  the  executives  showed  a  lamentable 
ignorance  of  exact  Eurojjean  conditions,  and  a  few  held  the  mis¬ 
taken  notion  that  for  equivalent  service  our  passenger  rates  were 
lower  than  those  in  Europe.  The  result  of  this  nationalistic 
complacency  was  a  failure  properly  to  question  the  internal 
oi)erations  of  American  management. 

No  one  inquired  into  the  functioning  of  the  railroad  bureaucracy. 
No  one  presumed  to  ask  to  what  extent  presidents  and  other  op¬ 
erating  officials  were  aided  or  hindered  by  the  directorates  with 
their  intercorporate  and  stock-market  interests.  Was  the  loss  of 
the  tnie  spirit  of  enterprise,  of  risk-taking,  as  great  as  indicated 
by  the  testimony  of  George  R.  Blanchard,  former  Erie  Vice- 
president  and  Commissioner  of  the  erstwhile  Joint  Traffic  Associa¬ 
tion,  when  he  said  that  outside  big  business  men  who  came  to 
sit  on  railroad  boards  make  “the  best  of  directors,  the  most  cautions 
and  conservative  of  men,  from  the  fact  that  they  see  then  both 
sides  of  the  issue?”  No  one  asked  whether  divisional  and  de¬ 
partmental  managers  were  proi)erly  integrated  with  the  higher 
executives  or,  |)erhaps  more  important  still,  whether  high  morale 
and  efficient  functioning  extended  downward  from  the  de¬ 
partment  head  to  the  lowest  administrative  officers  such  as 
freight  agents,  station  masters,  and  conductors.  One  eminent 
business  scholar  has  stated  his  belief  in  the  existence  of  widespread 
dishonesty  in  freight-billing  and  ticket-selling  among  these  lowest 
officials.  If  true,  this  constitutes  a  serious  criticism  of  the  mana¬ 
gerial  system  then  in  use,  one  that  should  have  been  met  by  better 
checking  and  accounting  methods,  yet  the  Commission  failed  even 
to  consider  the  situation. 
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Knjjineers  were  not  sufficiently  examined  on  the  possibilities 
of  savinjjs  through  technical  improvements  or  better  use  of  ex¬ 
isting  equipment.  Some  executives,  to  he  sure,  volunteered  in¬ 
formation  on  bad  ojicrating  practices.  President  Thomas,  for 
example,  said,  “The  transixirtation  of  anthracite  coal,  as  it  has 
been  in  the  past  and  is  today,  is  the  most  extravagant  trans- 
|X)rtation  that  I  have  ever  known  of.”  Cross  freights  and  empty 
return  runs  were  often  mentioned,  hut  traffic  managers  were 
not  seriously  questioned  as  to  whether  individual  or  collective 
action  might  not  eliminate  some  of  these  social  losses. 

Such  are  a  few  of  the  impressions  that  may  be  gained  from 
these  limited  jxjrtions  of  the  hearings  of  the  Industrial  Commis¬ 
sion.  Pooling  ])roblems  and  rate  differentials  took  up  the  major 
part  of  the  questioning  time.  While  the  Commission  mirrored  the 
growing  social  feeling  that  the  roads  ought  to  shoulder  part  of 
the  burden  of  dei)endency  resulting  from  injuries,  old  age.  and 
death  among  their  million  employees,  railroad  executives  had  not 
generally  accepted  these  responsibilities.  Readers  schooled  in 
present-day  business  literature  would  be  surprised  at  the  scant 
attention  paid  to  questions  of  technological  or  managerial  efficiency. 
Both  management  and  the  Commission  showed  a  tacit  complacency 
toward  existing  operating  and  administrative  practices. 

Thomas  C.  Cochran, 
New  York  University. 


What  Has  the  Business  Administrator 
Contributed  to  Society  ? 

ATy  approach  to  this  question  is  based  upon  a  conviction  that 
every  socially  useful  , human  heinjj  must  be.  aware  of  his  debt  to 
{^generations  past  and  present  and  therefore  he  must  he  filled  with  a 
constant  sense  of  his  obli{jation.  To  cast  the  business  administrator 
then  in  the  role  of  benefactor,  when,  from  my  point  of  view,  to 
him  more  than  to  the  member  of  any  other  one  class  of  human 
society  should  he  assi{jned  the  place  of  the  beneficiary,  is  to  put  the 
emphasis  upon  the  wron{T  thin{j.  Obviously  it  is  true  that,  in  so 
far  as  the  business  administrator  is  part  of  the  whole  hodv  of 
human  society,  he  mav  he  said  to  be  part  of  the  total  creditor  {?roup 
as  well  as  of  the  debtor.  The  problem  becomes,  then,  one  of 
relatives,  TTas  he  taken  more  than  he  has  {]^iven?  I  believe  he  has — 
not  in  every  individual  instance  at  all  times,  hut  as  a  {^eneral  rule. 

Doubtless  the  proponents  of  the  opposite  view  can  establish  the 
fact  that  the  business  administrator  has  done  more  than,  certainly 
as  much  as,  any  other  {?roup  in  society  to  promote  material  well- 
hein{;  measured  in  terms  of  tan{2[ihle  wealth.  By  way  of  comment 
I  can  onlv  resort  to  that  fount  of  wisdom,  the  Bible:  “Man  does 
not  live  by  bread  alone.”  Has  the  business  administrator  con¬ 
tributed  anythin{:f  more  than  the  crust?  If  so,  what  more?  If  not. 
is  that  still  enough? 

Let  me  dispose  of  the  second  question  first.  Men  staj^irered 
throu{jh  a  {jood  many  centuries  without  the  services  of  the  busi¬ 
ness  administrator.  They  had  their  crust,  and  survived,  ohviouslv. 

I  or  we  should  not  he  here  today.  Still  I  think  one  may  properly 

query  whether  the  sli{Thtly  more  ample  bread  ration,  which  we  may 
conceivably  attribute  to  the  functionin{?  of  the  business  adminis¬ 
trator.  be  sufficient  to  justify  assignin{ij  to  the  business  ad¬ 
ministrator  title  to  an  outstandinpf  social  contribution.  .Anyone 
who  wishes  to  ar{i[ue  that  the  additional  crumbs  are  enoujjh  justi¬ 
fication  I  must  meet  merely  with  a  flat  statement  of  disa{;reement. 
It  is.  then,  a  matter  of  difference  about  fundamental  values  that 
])ermits  of  no  further  discussion.  (To  envisa{je  a  purely  material¬ 
istic  society  is  not  only  distasteful  hut  for  me  utterly  impossible.) 

Therefore,  that  the  arj^ument  may  continue,  let  me  assume  that 
the  defender  of  the  business  administrator  is  prepared  to  admit 
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that  the  business  man  must  have  given  more  than  the  crust  if  he 
is  to  earn  title  to  notable  contributor  to  essentials  of  human  wel¬ 
fare.  Apart  from  the  minor  matter  of  added  material  ease,  is  the 
mass  of  mankind  better  off  today  than  in  times  ])ast?  If  so,  can 
any  part  of  that  improvement  be  laid  at  the  door  of  the  business 
administrator?  To  the  first  question  I  am  ready  to  say  yes. 
Despite  the  grim  developments  of  these  war  years,  I  will  agree 
that  probably  at  least  as  large  a  proportion  of  men  as  ever  before 
in  history  have  today  a  ho|)efulness  that  is  an  essential  part  of 
vital  human  well-being.  But  to  the  second  question,  I  regretfully 
say  no.  I  reiterate  that  I  believe  the  business  administrator  has 
been  the  recipient  far  more  than  the  creator.  I  say  reffretfullx. 
Having  been  reared  in  the  academic  world,  T  became  later  in  life 
part  of  an  indu-strial  community,  where,  as  the  wife  of  a  business 
man,  I  have  had  ample  opportunity  to  compare  the  motivating 
forces  and  ideals  of  the  two  worlds.  That  twenty  years  of  ratlier 
careful  observation  have  demolished  much  of  my  resi^ect  for  the 
enlightenment  of  the  business  administrator  is  a  source  of  profound 
di.sappointment  to  me.  That  T  can  envisage  any  hope  for  the 
future,  as  I  do,  must  be  explained  bv  the  constant  exposure  to  my 
husband’s  exceptional  sense  of  social  responsibility. 

I  must  now  bolster  my  contention  with  an  example,  unhappy 
though  I  am  to  feel  obliged  to  bring  against  the  business  adminis¬ 
trator  the  charge  of  social  irresponsibility.  I  shall  cite  only  one 
case,  but  allow  me  to  insist  that  there  are  many  others  I  could 
produce  in  evidence,  instances  in  which  the  chief  actors  were  even 
less  mindful  than  the  men  of  my  story  of  what  they  owed  the 
community.  Swazey’s  analysis  of  the  business  administration  of 
the  Amoskeag  Company  might  be  admitted  as  one. 

My  story  deals  with  a  second  generation  of  business  adminis¬ 
trators.  This  fact  I  consider  im^iortant,  since  T  believe  that  the 
inheritance  of  power  may  be  one  factor  in  its  abuse.  The  builders 
of  a  business,  unscrupulously  or  fairly  intent  though  they  may  be 
upon  establishing  their  power,  have  at  least  the  justification  of 
creating.  To  the  de.scendants  of  the  builders  falls  the  task  of 
maintaining  at  least  and  extending  if  possible  that  inheritance. 
The  second  generation  may  be  heirs  by  blood  or  heirs  by  election. 
While  a  good  deal  has  been  written  about  the  tendency  of  ability 
in  a  family  to  peter  out — the  “from  shirt  sleeves  to  shirt  .sleeves 
in  three  generations”  theme — in  this  case  that  particular  situation 
did  not  obtain.  The  ability  of  the  second  generation  of  this  busi¬ 
ness  administration  is  not  to  be  questioned,  but  rather  its  integrity. 
The  rise  and  fall  of  the  Company,  which  seems  to  me  to  be  illus¬ 
trative,  is  a  story  of  the  abuse  of  inherited  power. 
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The  Company  had  been  founded  in  the  early  1870’s  by  men 
whose  interest  in  the  enterprise  was  not  only  that  of  making  money 
but  also  of  manufacturing  a  useful  product  under  fair  working 
conditions,  an  undertaking  which  could  stand  in  the  community 
as  a  permanent  productive  force.  The  founders,  to  begin  with, 
doubtless  had  no  deep,  altruistic  conception  of  their  mission. 
An  opening  existed,  which  they  expanded  to  build  up  a  thriving 
business.  The  sudden  growth  in  the  ’eighties  to  a  success  un¬ 
dreamed  of  earlier  continued  at  so  breath-taking  a  pace  for  the 
next  thirty  years  as  to  leave  the  originators  of  the  enterprise  only 
less  dazed  than  the  city  taxpayers  or  the  workpeople.  In  spite  of 
the  fact  that  we  like  to  contend  that  business  ethics  have  improved 
with  the  years,  there  may  be  here  an  implied  refutation.  For  the 
rapidly  enlarging  power  of  the  management  of  the  first  generation 
did  not  follow  the  robber-baron  pattern,  generally  tolerated  though 
that  attitude  may  have  been  in  the  pre-muckraker  era.  So  far 
from  power's  corrupting,  it  seemed  gradually  to  increase  the 
responsibility  to  the  community  which  the  Company  founders  felt. 
Personal  fortunes  they  acquired,  to  be  sure,  but  aj^parently  their 
social  consciences  were  not  inactive.  One  of  their  last  acts  of 
business  administration  was  to  inaugurate  a  profit-sharing 
scheme  for  employees  whereby  every  operative  received  annually  a 
bonus  on  his  wages  of  the  same  per  cent  that  was  paid  out  in 
dividends  to  the  stockholders.  Generous,  it  was  labeled.  Perhaps. 
In  point  of  fact,  to  scrutinize  the  measure,  I  call  it  shrewd,  on  the 
one  hand,  and  guilty-conscience-soothing,  on  the  other.  It  was 
shrewd  because  the  scheme  was  put  into  effect  at  a  time  when 
labor  unrest  threatened  to  draw  off  skilled  hands  from  the  plant. 
The  bonus  was  to  be  paid  at  the  end  of  the  year  only  to  persons 
who  had  been  constantly  employed  for  the  whole  preceding  year. 
It  was  a  sop  to  the  management’s  conscience.  I  believe,  since  the 
Company  could  well  have  afforded  to  adopt  the  policy  thirty  years 
sooner.  That  contention  you  may  pronounce  unfair;  no  group  of 
Iversons  can  be  expected  to  adopt  a  position  far  in  advance  of  the 
social  thinking  of  its  day.  But  if  the  business  administrator  is  to 
earn  title  to  social  benefactor,  must  he  not  lead  rather  than  follow? 
Otherwise  he  is  no  more  than  keeping  pace  with  other  groups  of 
society,  simply  not  impeding  progress  (if  any). 

But  whether  or  not  the  establishment  of  employee  profit-sharing 
could  be  regarded  as  a  notable  social  contribution,  the  fact  remains 
that,  tentatively  adopted,  the  scheme  proved  eminently  rewarding, 
not  only  in  stabilizing  labor  but  also  in  creating  a  prestige  for  the 
concern  in  the  community.  Far  be  it  from  me  to  imply  that  the 
financially  profitable  results  of  any  act  ipso  facto  destroy  its  social 
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value.  But  the  prestij^e,  that  halo  of  jjenerosity,  lat^r  made  possible 
for  the  second  generation  of  management  a  high-handedness  and 
a  disregard  of  the  community  interest  which  couM  go  uncriticized, 
since  the  public  assured  itself  there  must  be  reason  behind  the 
Company’s  stand:  surely  this  company  had  proved  itself  above 
reproach. 

Given  then  this  inheritance,  what  was  the  second  generation 
to  do  with  it?  Attribute  what  followed  to  the  corrupting  influence 
of  ix)wer  or  to  ordinary  human  weakness,  as  you  will.  The  second 
generation  made  it  their  first  concern  to  entrench  themselves  in 
control,  regardless  of  consequences  to  emjfloyees,  community  as  a 
w’hole,  or  stockholders.  Recall  that  these  men  were  by  no  means 
fools;  but  personal  ambition,  determination  to  rule,  probably  un¬ 
consciously  but  none  the  less  truly,  guided  their  every  move. 
Nepotism,  beginning  at  the  top,  spread  through  the  whole  organ¬ 
ization.  This  I  consider  in  itself  a  damaging  commentary,  for  by 
nepotism  1  mean  the  delegating  of  authority  on  a  basis  not  of 
proved  capacity  but  of  family  ties  on  the  one  hand  or  a  kind  of 
jiersonal  political  loyalty  on  the  other.  In  consequence,  able  men 
were  passed  over,  the  help  before  long  felt  it  futile  to  exert  them¬ 
selves  unduly,  and  the  whole  enterprise  slid  off  gradually  into  a 
slough  of  ineffectiveness.  Fundamentally  that  was  at  the  root  of 
all  later  disasters.  Of  those  there  were  to  be  many.  Under¬ 
standable  mistakes  in  judgment  inevitably  added  to  them.  But 
the  refusal  of  the  management  to  take  any  view  but  that  of  what 
would  secure  to  each  man  his  own  perpetuation  in  power  developed 
a  short-sighted  policy  which  was  to  bring  to  ruin  the  whole  under¬ 
taking — management,  stock,  and  several  thousand  employees. 

As  the  second  generation  of  management  began  to  reap  the 
rewards  of  its  social  irresponsibility — for  such  I  deem  it  to  set 
l)ersonal  ambition  above  regard  for  a  trust,  the  Company’s  financial 
|X)sition  suffered.  The  first  res|X)nse  of  management  was  to  abolish 
profit-sharing.  Even  from  the  standi)oint  of  the  managerial  se¬ 
curity,  it  was  bad  judgment,  for  while  the  stockholders  could  be 
assuaged  by  continuation  of  dividends,  the  local  community  and 
of  course  the  help  were  immediately  aroused  to  a  critical  aware¬ 
ness  of  the  management’s  shortcomings.  It  was  a  w’orse  than 
futile  step,  since  it  postponed  hy  ever  so  little  the  awakening  of 
the  stockholders  to  the  truth  of  the  situation,  and  meanwhile  dis¬ 
appointed  help  shrugged  their  shoulders  and  failed  to  lend  their 
best  efforts  to  retrieving  for  the  Company  its  lost  position  in  the 
trade.  The  Company’s  product  fell  off  in  quality  at  the  very 
moment  when  outstanding  excellence  was  necessary  to  regain  the 
Company’s  good  name,  and  so  in  time  its  financial  security.  At 
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this  point  the  Company  affairs  went  rapidly  from  bad  to  worse. 
Belated  efforts  to  reorganize  proved  ineffectual,  for,  up  to  the 
moment  when  matters  had  gone  hopelessly  far,  the  second  genera¬ 
tion  clung  to  their  authority  with  a  tenacity  born  of  desperation. 
Only  when  collapse  was  at  hand  did  they  relinquish  the  reins, 
thereby  leaving  to  their  successors  only  the  mopping  up,  a  task 
watched  with  disgust  by  the  community  and  painfully  undertaken 
by  the  reapers  of  the  whirlwind.  The  liquidation  of  the  Company 
I  soon  afterward  left  no  enterprise  for  a  third  generation  to  cope 

I  with. 

I  Now,  I  should  be  happy  to  have  my  thesis  demolished :  that  this 

I  is  a  fair  example  of  what  the  business  administrator  contributes 

I  or  fails  to  contribute  to  society.  Of  course  it  is  not  a  universally 

I  illustrative  story.  But  even  where  the  outcome  is  different,  where 

I  death  intervenes  to  clear  out  of  the  way  small-minded  obstructers, 

I  or  where  some  other  vigorous  force  can  make  itself  felt  in  time 

I  to  save  the  day,  even  there  I  think  one  can  perceive  the  workings 

I  in  the  business  world  of  self-seeking  of  such  proixjrtions  as  to 

I  make  any  benefits  to  the  community,  large  or  small,  incidental  and 

insignificant. 

The  business  man  has  taken  what  he  found,  exploited  it  for  his 
own  purposes,  letting  the  chips  he  knocked  off  in  grinding  his 
own  axe  fall  where  they  might.  Because  I  believe  that  pressure 
of  public  opinion  is  gradually  reaching  out  to  limit  the  irrespon¬ 
sibility  of  the  business  administrator,  I  say  again  that  I  do  not 
despair  of  the  future.  Society  is  increasingly  forcing  upon  him 
an  attitude  he  reluctantly  has  to  accept.  But  that  is  a  general 
social  growth  in  the  production  of  which  the  business  man  has  had 
no  great  part.  Thus  it  is  that  I  pronounce  the  business  adminis¬ 
trator  in  general  less  benefactor  than  beneficiary  of  society. 

Constance  McLaughlin  Green, 
Smith  College. 


Some  General  Considerations 

The  above  papers,  purposely  planned  to  stay  close  to  concrete 
instance,  in  business  history  and  to  represent  varying  points 
of  view,  were  intended  to  serve  as  taking-off  points  for  further 
discussion.  In  lieu  of  that  discussion,  and  without  attempting 
to  bring  the  papers  to  any  definite  conclusion,  I  am  focusing  what 
I  have  to  say  under  five  general  headings.  This  is  not  to  bring 
forth  any  deep  philosophical  questions,  nor  merely  to  repeat  ele¬ 
mentary  principles  of  historical  study ;  it  is  rather  to  suggest  some 
questions  or  approaches  drawn  from  the  study  of  business  history 
and  stated  or  implied  in  the  above  papers  that  may  be  helpful  in 
considering  business  as  a  part  of  the  larger  history  of  society. 

I.  Business  administration  is  a  part  of  the  mechanistn  that 
society  uses  in  getting  its  work  done.  Business  administrators 
have  constituted  one  of  many  functional  groups  in  society  wherever 
economic  life  has  developed  to  the  point  beyond  a  system  of  petty 
capitalism.  The  particular  function  of  this  group  is  to  be  the 
planning,  controlling,  and  managing  factor  in  the  economic  ac¬ 
tivities  of  society,  a  function  that  increases  in  relative  importance 
as  economic  life  grows  in  complexity. 

From  the  social  point  of  view,  no  business  administrators — 
individuals  or  groups — can  be  defended  who  do  not  to  some  rea¬ 
sonable  degree  perform  the  function  inherent  in  their  position. 
The  first  test  must  be  the  contribution  in  the  way  of  business 
administration.  This  means  not  only  the  creation  of  new  things, 
as  is  implied  in  the  economist’s  “creative  entrepreneur’’;  it  also 
means  good  routine  management,  which  may  be  highly  creative  in 
the  sense  that  it  produces  a  high  social  value  relative  to  costs. 

Confusion  as  to  the  contributions  of  the  business  administrator 
has  arisen  from  an  obscuring  of  the  issue  by  an  emphasis  on  profits 
and  a  misleading  use  of  the  term  “profits.”  This  is  a  question 
not  only  of  the  common  use  of  gross  profits  for  net,  or  of  large 
profits  as  compared  with  small,  though  distribution  of  profits 
is  of  first-rate  importance.  From  the  social  point  of  view  it  is 
also  a  question  of  what  is  done  with  profits — small  profits  may  be 
used  in  ways  that  are  socially  wasteful,  while  large  ones  may  be 
used  in  a  highly  constructive  way.  But  I  am  thinking  particularly 
of  how  heavily  the  contribution  of  a  business  administrator  weighs 
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in  that  intangible  which  may,  for  want  of  a  better  name,  be  called 
“social  profits.”  For  instance,  has  the  administrator  helped  to 
provide  something  of  value  to  society  that  is  new  or  something 
better  or  cheaper  in  the  way  of  goods  or  services  than  was  earlier 
produced?  It  would  be  interesting  to  have  a  study  of  Rocke¬ 
feller  profits  as  to  net  profits,  the  ‘use  made  of  profits,  and  the 
social  profits.  It  is  necessary  to  bear  in  mind  that  a  business  man, 
making  small  profits  or  operating  at  a  loss,  may  be  serving  society 
as  poorly  as  he  is  serving  himself.  In  other  words  profits  alone, 
as  the  term  is  often  used,  is  no  measure  of  a  business  adminis¬ 
trator’s  contribution  to  society. 

From  the  social  point  of  view,  however,  it  is  a  matter  not  only 
of  good  results.  The  results  of  business  administration  cannot  be 
considered  apart  from  the  means  or  methods  used  in  producing 
them.  These  may  raise  the  social  costs  too  high  “from  the  stand- 
jioint  of  both  material  and  human  factors,”  as  Professor  Gras 
has  said.  There  must  over  a  period  of  time  be  a  balancing  of  costs 
and  returns  not  only  in  terms  of  dollars  and  cents  but  also  in 
terms  of  other  values  to  society.  It  is  a  striking  fact  that  the 
administrator  who  follows  the  best  policy  from  the  point  of  view 
of  business  is  often  a  leader  in  business  ethics  and  that  business 
failure  and  bad  ethics  often  go  together. 

Professor  Xettels  has  pointed  to  the  indirect  relationship  be¬ 
tween  business  men  and  society.  He  has  opened  up  a  subject  for 
discussion  that  obviously  has  great  possibilities  and  significance. 
There  has  been  an  inclination  to  stress  the  negative  effect  on  society 
of  the  business  administrator  in  his  non-business  relations  and 
activities,  and  to  overlook  altogether  the  social  importance  of 
administrative  experience  gained  in  business.  Clearly  here  the 
social  historian  has  a  field  for  investigation  that  is  logically  his. 

II.  Because  business  administrators  operate  within  society, 
they  arc  limited  as  to  both  means  and  results  by  the  possibilities 
and  standards  of  that  society.  In  other  words,  business  adminis¬ 
trators  must  work  within  the  limitations  of  their  environment. 
They  cannot  be  judged  fairly  according  to  absolute  concepts  of 
ethical  or  social  values  as  to  either  means  or  results.  These  are 
relative  to  many  things,  such  as  the  state  of  the  social,  cultural, 
and  political  development  of  the  society,  the  particular  business 
system  in  which  they  operate  and  the  conditions  under  which  that 
system  operates  (a  frontier  or  petty  capitalist  community  as  com¬ 
pared  with  a  metropolitan  center),  the  particular  type  of  business 
concerned  and  the  degree  of  its  newness  or  maturity,  and  the 
general  condition  of  business  within  the  business  cycle.  This 
elementary  principle  in  historical  work  is  often  overlooked  in 
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considering  the  business  man  in  history,  'perhaps  because  that 
figure  in  history  is  still  too  indistinct  to  have  reality. 

This  has  serious  implications  for  both  business  historian  and 
social  historian,  and  it  points  to  the  interdependence  of  the  two 
fields  of  historical  study.  The  social  historian  needs  the  work  of 
the  business  historian  to  give  him  necessary  material  which  he 
cannot  stop  to  dig  out  of  the  sources,  and  the  business  historian 
similarly  needs  the  help  of  the  social  historian.  The  fact  that  the 
social,  and  indeed  the  cultural,  economic,  and  political,  historians 
have  not  seen  the  possible  application  of  their  work  to  an  under¬ 
standing  of  business  has  no  doubt  in  large  measure  been  responsi¬ 
ble  for  the  limited  use  the  business  historian  can  make  of  the 
product  of  those  other  fields  of  history.  The  significance  of  Pro¬ 
fessor  Cochran’s  paper  is  very  real  to  a  business  historian  who 
has  been  impatient  with  writers  on  American  economic  thought 
who  have  not  got  beyond  the  work  of  the  professional  economist 
or  the  popular  literature  of  the  time. 

III.  In  stressing  the  importance  of  relativity  in  considering 
the  place  of  business  administration  in  the  history  of  society,  it 
must  be  recognised  that  the  business  administrator  has  some  free¬ 
dom  of  cltou  c.  Within  any  given  situation  at  a  given  time,  different 
men  may  act  in  different  ways;  they  may  respond  to  similar 
situations  differently.  At  the  risk  of  oversimplification,  let  us  say 
that  there  is  commonly  the  large  middle  group  of  business  men 
who  over  a  i)eriod  of  time  oj^erate  in  the  generally  approved  way 
and  neither  greatly  increase  nor  decrease  their  own  or  society’s 
profits  relatively  to  the  whole.  From  this  middle  group  there  is  a 
deviation  downward  on  the  part  of  those  who  use  anti-social 
means  or  produce  unsatisfactory  results.  This  is  not  only  an 
ethical  question — j)oor  management  may  be  as  bad  for  society  as 
had  ethics,  while  frequently  the  two  go  side  by  side.  Mrs.  Green’s 
paper  exemplifies  an  all-too-common  failure  in  business  adminis¬ 
tration.  particularly  in  older  industries  and  in  sections  where  society 
has  tended  to  become  stratified.  The  third  tyjie  of  business  ad¬ 
ministrator  is  the  man  who  rises  above  the  middle  group.  He  may 
he  creative  in  one  of  two  ways  or  both ;  he  may  put  into  use  some 
new  technique  or  produce  some  new  service  or  product  that  is 
socially  useful  or  desirable,  or  he  may  improve  upon  the  use  of 
the  old  by  better  management. 

In  other  words,  the  history  of  business  in  one  period  cannot  be 
written  in  terms  only  of  the  good,  the  bad,  or  the  indifferent. 
Something  of  a  cross  section  is  essential. 

IV.  Business,  like  society,  is  dynamic  and  not  static.  Business 
administration  always  faces  an  uncertain  future  and  change  is 
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inherent  in  business.  This  uncertainty  is  both  of  its  own  and  of 
society’s  making;  it  is  the  result  not  only  of  changes  within  busi¬ 
ness  or  of  direct  economic  or  material  pressures  but  also  of  long¬ 
time  social,  cultural,  and  political  developments. 

Business  dynamics  is  more  than  a  matter  of  creating  something 
new.  It  involves  constant  adjustment,  conflict,  and  destruction 
as  well  as  creation.  The  history  of  business  in  society  displays  a 
succession  of  failures  of  business  men  who  cannot  adjust  sufficiently 
to  the  changes  they  meet.  This  is  true  of  individual  administrators 
as  also  of  whole  systems  of  capitalist  organization.  The  result 
is  that  there  is  proljably  no  great  change  in  business  which  does 
not  entail  loss  to  many  business  men  and  much  social  loss,  even 
though  its  general  social  result  is  good.  Mr.  Navin  has  pointed 
to  one  of  the  most  far-reaching  and  dramatic  changes  of  this 
kind  in  American  experience. 

Destruction  is  always  going  on  in  business,  but  when  the  rate 
is  not  too  rapid,  adjustments  are  made  without  great  loss  to  busi¬ 
ness  or  great  social  loss  and  often  at  great  gain  to  both.  When 
the  rate  is  high,  particularly  when  it  involves  rapid  change  from 
one  system  of  capitalism  to  another,  the  resulting  social  disturb¬ 
ance  may  cut  very  deeply. 

In  business  evolution  there  is  a  sensitive  relationship  between 
business  and  the  society  in  which  it  operates.  The  more  one 
studies  the  business  administrator  at  work,  historically,  the  more 
one  feels  that  no  simple  philosophy  of  business  dynamics  is  tenable. 
Here  historians  in  other  historical  fields  can  be  of  help  to  the 
student  of  business  history  in  describing  the  environment  in  which 
the  business  administrator  has  worked. 

V.  The  interdependence  of  business  and  society  points  to  the 
need  of  understanding  that  interdependence.  Society  can  best 
serve  itself  by  trying  to  understand  business  and  by  setting  up 
conditions,  in  so  far  as  possible,  that  make  for  the  best  total  social 
results  from  the  operation  of  business.  Business,  on  the  other 
hand,  can  best  serve  its  own  interest  by  seeing  itself  in  the  larger 
setting  of  society.  As  a  functional  group,  its  value  to  society  and 
perhaps  even  its  very  existence  may  depend  on  how  it  serves 
society  and  how  clearly  that  service  is  understood.  This,  of  course, 
is  all  very  obvious,  hut  it  is  not  always  remembered. 

Understanding  of  business  does  not  come  automatically  to  those 
within  or  without  its  walls.  The  business  man  is  blamed  for  his 
failure  to  see  the  full  social  implications  of  his  work,  when  in 
truth  it  is  gener.illy  beyond  his  time  and  energies  (if  not  also  his 
opportunities)  to  get  the  long-time,  over-all  view  which  that 
would  require.  It  becomes  the  serious  business  of  the  student  or 
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scholar  to  study  business  and  how  it  may  in  the  long  run  best 
do  its  work  as  a  part  of  the  social  mechanism. 

This  cannot  be  done  on  the  basis  of  theories  or  concepts  derived 
from  other  times  or  places,  from  viewing  business  as  static,  or 
from  a  consideration  of  only  a  f>art  of  the  whole.  It  cannot  be 
arrived  at  through  spinning  logic  in  the  ivory  tower  of  scholastic 
refuge  from  the  reality  of  the  market  place,  but,  in  so  far  as  it  is 
at  all  ix)ssible,  only  from  the  study  of  business  in  operation  in  its 
larger  setting  in  society.  Business  history  offers  an  opportunity 
for  such  study.  As  Professor  Gras  says,  “business  history  .  .  . 
is  obviously  a  key  to  the  whole  effort,  for  it  provides  facts, 
perspective,  comparison,  and  emphasis  on  enterprise.” 

Henrietta  M.  Larson, 
Harvard  University. 


